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TEbe  policy  of  jfvee  Jmpoits. 


I  HAVE  called  my  lecture  to-night  “  The  Policy 
of  Free  Imports  ”  partly  for  a  reason  which 
I  will  presently  explain,  and  partly  because  the 
question  of  exports  is  not  one  upon  which  there 
is  any  general  conflict  of  opinion  at  the  present 
time.  The  only  export  duty  from  which  our  trade 
now  suffers  is  the  recently  re-imposed  duty  on  the 
export  of  coal.  That  duty  represents  the  survival 
of  a  mental  attitude  which  was  extremely  common 
some  centuries  ago.  Our  ancestors  were  frequently  far 
more  concerned  to  prohibit  exports  than  to  check 
imports.  At  different  times  the  English  Legislature 
has  prohibited  the  exportation  of  gold,  iron,  wool, 
horses,  butter,  sheepskins,  and  many  other  articles. 
These  early  protectionists  acted  on  the  theory  that 
it  was  better  to  keep  our  good  things  to  ourselves. 
The  theory  of  the  modern  protectionist  is  that  we 
ought  to  refuse  the  good  things  that  other  countries 
are  willing  to  send  us. 

It  is  with  this  modern  form  of  protection  that  I 
propose  alone  to  deal,  and  I  use  the  phrase  “  Free 
Imports”  rather  than  “Free  Trade”  because  the 
former  more  clearly  emphasises  the  issue  between 
myself  and  any  protectionists  who  may  happen 
to  be  present.  It  is  a  favourite  saying  of  the  pro¬ 
tectionists  that  there  can  be  no  Free  Trade  unless 
trade  on  both  sides  is  free,  and  they  habitually  denounce 
the  fiscal  system  of  this  country  as  a  system  of  one¬ 
sided  Free  Trade.  It  is  exactly  this  “one-sided  Free 
Trade”  which  I  propose  to  defend. 
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English  Liberty  and  French  Restriction. 

And,  first,  let  me  point  out  that  there  is  a 
serious  fallacy  underlying  the  common  protectionist 
assumption  that  our  trade  cannot  be  free  unless 
the  trade  of  foreign  countries  is  also  free.  In  making 
this  assumption  protectionists  confuse  the  action  of 
individual  traders  with  the  collective  action  of  the 
nations  involved.  Strictly  speaking  there  is  no  trade 
between  Great  Britain  and  France.  The  only  trade  is 
between  individual  Britons  and  individual  Frenchmen, 
and  each  particular  contract  is,  and  must  be,  a  matter 
of  free  bargain  between  the  parties  concerned.  The 
difference  in  the  position  lies  in  this,  that  the  British 
Government  leaves  individual  Britons  free  to  trade 
with  whom  they  choose,  whereas  a  Frenchman 
who  ventures  to  buy  from  a  foreigner  is  fined  for 
doing  so. 

When  the  question  is  thus  stated,  it  becomes 
obvious  that  there  is  no  necessary  connection  between 
French  fiscal  policy  and  our  own.  The  fact  that 
Frenchmen  are  deprived  of  a  certain  liberty  is,  by 
itself,  no  reason  why  Englishmen  should  be  deprived 
of  a  corresponding  liberty.  If  Frenchmen  carried 
their  desire  to  exclude  foreign  goods  to  the  logical 
extreme,  they  would  fill  up  their  harbours  and  build 
a  Chinese  wall  along  their  land  frontiers.  Suppose 
they  adopted  this  policy — would  anyone  contend  that 
we  ought  to  fill  up  Dover  harbour  because  the  French 
had  filled  up  the  harbour  of  Calais  ? 

Buying  in  the  Cheapest  Market. 

The  liberty  of  which  Frenchmen  are  deprived 
is  the  liberty  to  buy  in  the  cheapest  market. 
Superior  people  may  sneer  at  the  phrase,  but  I 
have  never  yet  met  any  person  who  desired  to 
abandon  the  practice.  It  is  the  object  of  all  of  us  to 
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satisfy  our  wants  with  the  least  effort,  and,  in  the 
language  of  commerce,  that  means  neither  more  nor 
less  than  buying  in  the  cheapest  market. 

The  practical  question,  then,  that  we  have  to 
consider  is  whether  it  is  desirable  that  the  liberty  of 
Englishmen  to  buy  in  the  cheapest  market  should  be 
limited  in  the  same  way  that  the  liberty  of  Frenchmen 
is  limited  ;  whether,  in  a  word,  there  is  any  national 
object  which  will  justify  the  State  in  depriving  its 
subjects  of  a  liberty  which  all  men,  and  still  more 
all  women,  greatly  prize,  the  liberty  to  buy  what  they 
choose  where  they  choose. 

A  Universal  Human  Need. 

Before  trying  to  answer  this  question  let  me 
ask  you  to  consider  very  briefly  why  people  want  to 
buy  anything  at  all.  The  answer  obviously  is  that 
people  buy  because  they  cannot,  by  their  own  unaided 
efforts,  produce  all  they  require.  It  is  absolutely 
impossible  for  an  individual  human  being  to  be 
self-sufficing.  I  used  to  imagine  that  a  naked  savage 
satisfied  this  protectionist  ideal,  but  I  find  that  even 
among  the  aborigines  of  Australia,  who  occupy  about 
the  lowest  rung  of  the  human  ladder,  there  is  a 
well-marked  system  of  international  trade.  Here  is  the 
description  given  in  Tylor’s  “  Anthropology”  : — 

The  tough  greenstone,  valuable  for  making  hatchets,  is  carried 
hundreds  of  miles  by  natives  who  receive  from  other  tribes  in  return 
the  prized  products  of  their  districts,  such  as  red  ochre  to  paint  their 
bodies  with.  They  have  even  got  so  far  as  to  let  peaceful  traders 
pass  unharmed  through  tribes  at  war,  so  that  trains  of  youths  might 
be  met,  each  lad  with  a  slab  of  sandstone  on  his  head  to  be  carried  to 
his  distant  home. 

Thus  the  Australian  black  man,  although  his  full 
dress  costume  is  confined  to  a  coat  of  red  ochre,  not 
only  engages  in  international  trade,  but  he  has  reached 
the  refinement  of  providing  for  the  continuance  of 
trade  even  in  time  of  war.  We,  in  Europe,  after  some 
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delay,  have  arrived  at  the  same  point,  for  the  Treaty 
of  Paris  of  1856  provides  that  neutral  ships  are 
exempt  from  capture  even  when  conveying  enemies’ 
goods.  It  is  some  satisfaction  to  reflect  that  in  this 
matter  we  have  at  last  got  level  with  the  aborigines 
of  Australia. 

If,  then,  we  find  trade  prevailing  even  among 
types  of  humanity  so  low  as  the  Australian  black 
man,  I  think  we  may  fairly  assume  that  trade  is 
a  universal  human  instinct  satisfying  a  universal 
human  need. 


Tunnels  and  Tariffs. 

Surely,  then,  the  object  of  any  wise  government 
should  be  not  to  put  obstacles  in  the  way  of  trade 
but  to  create  facilities  for  trade.  And  the  humorous 
part  of  the  business  is,  that  so  far  as  the  removing 
of  physical  obstacles  to  trade  is  concerned,  the  most 
protectionist  countries  are  as  active  or  even  more 
active  than  ourselves. 

Countless  railways  cross  the  various  political 
frontiers  which  divide  the  countries  of  Europe  ;  rivers 
are  bridged  and  mountain  ranges  are  tunnelled  to  bring 
different  nations  a  few  hours  nearer  together.  And  yet, 
after  all  this  vast  expenditure  to  make  it  easier  to  send 
goods  from  place  to  place,  the  movement  of  these 
goods  is  deliberately  impeded  by  customs  barriers.  As 
a  concrete  instance  of  this  absurdity,  I  may  mention 
that  shortly  after  the  St.  Gothard  tunnel  was  opened 
some  of  the  people  of  Southern  Germany  petitioned  for 
higher  duties  on  Italian  produce  in  order  to  compensate 
for  the  reduced  cost  of  carriage.  You  first  build  a 
tunnel  to  make  the  exchange  of  goods  easier,  and  then 
you  put  on  duties  in  the  hope  of  making  the  exchange 
impossible. 

What  is  the  explanation  of  this  paradox  ? 
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Things  Seen  and  Things  Unseen. 

I  think  if  we  probe  the  matter  to  the  bottom  we 
shall  find  that  the  explanation  is  just  this — that  the 
majority  of  people  see  only  the  thing  that  is  most 
obvious.  In  the  case  of  the  St.  Gothard  the  general 
advantage  of  the  tunnel  was  obvious  to  everybody. 
The  disadvantage  to  German  farmers  of  the  increased 
competition  from  Italy  was  equally  obvious,  at  any 
rate  to  the  German  farmers- 

But  a  customs  duty  is  a  more  recondite  matter. 
The  German  farmer  can  see  that  it  will  benefit  him, 
but  the  mass  of  the  community  cannot  so  readily  see 
that  it  will  injure  them ;  for  the  injury  is  spread  over  a 
wide  area,  and  may  not  be  felt  in  a  striking  manner  by 
any  one  individual.  It  is  this  latter  consideration 
which  explains  the  ease  with  which  protectionist  tariffs 
are  built  up  to  benefit  particular  interests  at  the  expense 
of  the  general  community.  Even  the  sufferers  by  such 
tariffs  are  themselves  deluded.  They  see  some  local 
factory  working  full  time,  with  every  superficial 
appearance  of  prosperous  trade,  and  their  hearts  are 
gladdened,  and  they  do  not  realise  the  national  price 
that  has  to  be  paid  for  this  local  prosperity ;  they  do 
not  realise  that  in  other  industries  men  are  being 
discharged  because  the  burden  of  taxation  has  destroyed 
the  margin  of  profit. 

Making  Work. 

After  all  is  it  surprising  that  the  mental  vision  of 
the  mass  of  mankind  should  be  thus  limited  ?  Think 
of  the  current  phrases  in  every  day  life.  Few  are  more 
common  than  the  phrase  that  “  So  and  So  wants 
work.”  But  in  reality  it  is  not  work  he  wants,  but  the 
things  that  his  work  will  buy.  If  he  could  get  the 
things  without  giving  the  work,  he  would  be  far  better 
pleased.  But  he  cannot,  and  so  the  phrase  “  wanting 
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work  ”  becomes  stereotyped  until  people  believe  that 
work  is  an  end  in  itself,  and  even  demand  that  the 
government,  or  the  town  council,  or  some  other  deus  ex 
maclnna  should  “make  work.” 

This  fallacy  lies  at  the  very  root  of  the  protectionist 
case,  for  what  the  protectionist  in  effect  says  is  this  : 
That  A,  who  wants  to  buy  foreign  goods,  is  to  be 
deprived  of  the  liberty  to  do  so  in  order  that  B’s  factory 
may  be  kept  busy.  It  is  therefore  worth  while  to 
examine  this  fundamental  fallacy  a  little  further. 

An  Ideal  Job. 

If  work  is  an  end  in  itself  then  all  labour-saving 
contrivances  are  clearly  a  curse  to  humanity,  and  we 
should  do  our  best  to  revert  to  those  happy  days  when 
men  were  striving  with  their  own  unaided  muscles  to 
lift  themselves  above  the  condition  of  savage  beasts. 

Again,  if  the  work  is  an  end  in  itself,  it  clearly 
does  not  matter  what  the  work  is.  Therefore  it  is 
desirable  to  select  a  job  which  can  be  extended 
indefinitely,  and  which  will  not  compete  with  anybody 
else’s  job.  That  ideal  is  best  attained  by  setting  men 
to  dig  holes  in  the  ground,  and  then  to  fill  them  up 
again.  And  as  this  is  the  ideal  job,  clearly  the  more 
people  you  can  employ  upon  it  the  better,  and 
universal  prosperity  will  finally  be  secured  when  every 
able-bodied  person  devotes  a  strenuous  morning  to 
digging  a  hole  in  the  ground  and  a  placid  afternoon  to 
filling  it  up. 

The  absurdity  of  this  fundamental  fallacy  may  be 
shown  in  yet  another  way.  If  work  is  an  end  in  itself 
clearly  no  workman  ought  to  do  too  much,  lest  he 
should  keep  his  comrade  out  of  employment.  That,  I 
believe,  is  part  of  the  creed  of  even  educated  British 
workmen.  It  follows  that  the  most  useful  workman 
is  the  man  who  does  no  work  at  all ;  and  the  ideal  of 
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high  wages  all  round  and  constant  employment  for 
everybody  will  at  last  be  attained  when  stone  masons 
and  bricklayers,  carpenters  and  blacksmiths,  plumbers 
and  painters,  bus  conductors  and  chimney  sweeps,  all 
sit  with  their  arms  folded  dreaming  of  paradise. 

The  Consumer  Gives  the  Order. 

The  fallacy,  which  leads  to  these  grotesque 
absurdities,  arises  from  forgetfulness  of  the  fact  that 
men  only  work  to  satisfy  their  desires,  and  that  the 
whole  purpose  of  the  striving  of  mankind  for  progress, 
is  to  attain  a  given  end  with  diminished  effort. 

When  once  this  essential  truth  is  realised  it 
becomes  clear  that  we  must  approach  economic 
problems,  not  from  the  point  of  view  of  the  work  to 
be  done,  but  of  the  desire  to  be  satisfied.  In  other 
words  we  must  shape  our  policy  in  the  interests  of  the 
consumer,  not  of  the  producer.  Both  may  be  wrapped 
up  in  the  same  individual,  for  every  man  who  works  is 
both  a  producer  and  a  consumer.  But  it  is  the  con¬ 
sumer  who  gives  the  order ;  the  producer  who  obeys. 
If  the  order  is  given,  production  will  follow;  but  the 
producer  may  produce  till  the  sweat  pours  from  his 
brow,  and  it  will  profit  him  nothing  if  no  one  calls  for 
his  productions. 

No  Limit  to  Human  Desire. 

On  the  other  hand,  as  soon  as  the  consumer  finds 
one  of  his  desires  satisfied  he  discovers  another  ;  or  if 
he  finds  that  one  desire  can  be  satisfied  at  a  lower 
cost  than  before,  he  will  devote  his  available  balance 
to  increased  outlay  upon  other  desires.  If,  for  example, 
a  labourer’s  wife  finds  that  owing  to  the  importation 
of  cheap  corn  from  abroad  she  can  save  a  shilling  a 
week  on  bread  for  the  family,  she  will  spend  more  on 
meat  and  tea  and  sugar,  or  will  buy  better  clothes  or 
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better  furniture.  There  is,  in  fact,  no  limit  to  human 
desire,  and  if  you  leave  the  consumer  free  you  may.  be 
perfectly  certain  that  he  will  keep  the  producer  busy. 

This  is  the  fundamental  economic  reason  why,  in 
face  of  the  eternal  conflict  between  producer  and  con¬ 
sumer,  between  the  man  who  wants  to  sell  dear  and 
the  man  who  wants  to  buy  cheap,  a  wise  government, 
if  it  interferes  at  all,  will  act  on  behalf  of  the  consumer. 

The  Consumer  is  the  Nation. 

There  is  a  further  reason,  which  is  political  and 
moral  rather  than  economic.  It  is  this — that  the  con¬ 
sumer  represents  the  totality  of  the  nation.  We  are 
all  consumers  with  regard  to  every  article  except  the 
one  article  which  each  of  us  produces.  You  remember 
the  famous  story  of  the  Scotch  herring  fisher  who  wrote 
to  Sir  Robert  Peel  on  the  eve  of  one  of  his  great  Free 
Trade  budgets,  imploring  him  not  to  remove  the  duty 
on  herrings  imported  from  abroad.  “  I  am  a  Free 
Trader,”  pleaded  this  canny  Scot,  “  in  everything  but 
herrings.”  So  are  we  all.  We  are  all  instinctively 
Free  Traders,  except  in  our  own  herrings.  Everything 
that  we  buy,  we  want  to  get  as  cheaply  as  possible  ; 
but  the  herrings  that  we  sell,  we  want  to  sell  dear. 

The  latter  desire  may  be  human,  but  it  is  clearly 
anti-social.  The  former  desire  is  equally  human,  but 
it  is  also  social  in  the  fullest  sense  of  the  word.  In 
wishing  to  buy  cheaply  we  are  acting  in  concert  with 
all  our  fellow  citizens ;  in  wishing  to  sell  dear  we  are 
acting  against  them  in  our  own  exclusive  interest. 
Thus  the  protectionist  policy  necessarily  appeals 
exclusively  to  the  selfish  side  of  our  nature  ;  the  Free 
Trade  policy  appeals  to  the  social  side  as  well  as  to  the 
selfish  side.  Protection  seeks  exclusive  advantages  for 
a  particular  producer  ;  Free  Trade  aims  at  a  common 
gain  for  all  consumers. 
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The  Corruption  of  the  Legislature. 

Thus  protection  starts  from  a  false  moral,  as  well 
as  from  a  false  economic  basis.  It  is  not  surprising 
that  it  should  result  in  wholesale  political  corruption. 
Protection  to  a  particular  industry  means  that  the 
persons  engaged  in  that  industry  are  to  be  enriched  by 
the  action  of  government  at  the  expense  of  their  fellow 
citizens.  It  must  mean  this,  and  it  can  mean  nothing 
else.  The  persons  who  want  this  protection  will 
generally  be  willing  to  pay  for  it.  For  it  is  not  an 
advantage  which  they  will  share  with  the  whole  world, 
but  it  is  something  which  will  be  exclusively  theirs,  and 
therefore  on  purely  business  principles  they  are  willing 
to  pay.  And  they  do  pay.  Here  is  a  description  of 
the  effects  of  the  protective  system  on  public  virtue 
in  the  United  States,  drawn  by  an  American  pen 

For  forty  years,  through  the  enactment  of  protective  tariffs,  we 
have  been  corrupting  our  public  men.  Christ,  with  a  profound  know¬ 
ledge  of  human  nature,  taught  his  disciples  to  pray  that  they  should 
not  be  led  into  temptation.  Though  professing  His  teachings,  we  have 
given  our  legislators  the  power  of  transferring  millions  of  dollars  from 
the  hands  of  the  people,  to  the  pockets  of  a  few  hundred  “  Napoleons 
of  finance  ”  by  a  single  Congressional  enactment.  A  more  stupendous 
instrument  of  corruption  was  never  conceived  by  the  perverse  ingenuity 
of  man  than  this  power  conferred  upon  Congress.  Place  three  or  four 
hundred  Republicans  or  Democrats  of  approved  honesty  in  Congress, 
continue  them  there  for  a  few  years,  and  a  considerable  proportion  of 
their  number  will  certainly  yield  to  the  temptation  to  make  money 
out  of  tariff  legislation. 

These  are  the  consequences  which  follow  fatally  if 
you  once  start  upon  the  false  principle  of  encouraging 
the  exclusive  interest  of  the  producer,  rather  than  the 
general  interests  of  the  consumer. 

What  Will  You  Protect? 

It  is,  however,  conceivable  that  though  the  principle 
of  protection  may  be  fundamentally  bad,  cases  may 
arise  where  it  is  desirable  to  adopt  this  principle  for 
the  sake  of  some  great  national  object.  That  is  the 
question  with  which  I  propose  now  to  deal. 

And  my  first  difficulty  is  that  I  have  never  yet 
been  able  to  find  any  protectionist  who  will  state 
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what  are  the  great  national  objects  which  he  wishes 
to  secure  by  means  of  a  protective  tariff. 

Usually  he  replies  with  more  or  less  pomposity 
that  he  wishes  to  protect  all  home  industries.  There  is  a 
sanctity  in  the  word  “home ”  that  covers  a  multitude  of 
economic  sins.  It  is  impossible  by  any  tariff  to  protect 
all  home  industries.  The  utmost  that  can  be  done  is 
to  protect  some  home  industries  at  the  expense  of  other 
home  industries.  The  reason  is  very  simple.  Trade  is 
merely  an  exchange  of  goods  or  services  against  other 
goods  or  services,  and  if  by  putting  a  tariff  say  on 
Swedish  matches,  you  prevent  these  matches  coming 
into  the  country,  you  simultaneously  prevent  some 
other  British  goods  going  out  of  the  country,  namely, 
the  goods  that  were  required  to  pay  for  the  Swedish 
matches.  Or,  to  put  the  matter  in  other  words — by 
buying  foreign  goods  we  compel  foreigners  to  buy 
British  goods  or  British  services,  for  otherwise  there 
would  be  no  means  of  closing  the  transaction. 

Thus  we  are  really  encouraging  home  industries 
every  bit  as  much  by  buying  Swedish  matches  as  by 
buying  British  matches,  only,  of  course,  it  is  not  the 
match  industry  that  we  are  encouraging. 

Home  Industries. 

To  this  argument  a  protectionist  may  reply  :  “  But 
why  not  have  both  industries  in  the  country — the 
match  industry  and  that  other  industry  of  which  you 
speak  ?  Surely  it  is  possible  for  the  people  engaged 
in  that  other  industry  to  exchange  their  goods  against 
English  matches,  quite  as  well  as  against  Swedish 
matches.”  And  if  the  protectionist  is  up  to  his  work 
he  will  proceed  to  quote  a  famous  passage  by  Adam 
Smith  as  to  the  superiority  of  domestic  exchanges' 
over  foreign  exchanges,  and  he  may  possibly  add  some 
dictum  culled  from  the  speeches  of  a  successful 
manufacturer  like  Mr.  Carnegie. 
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Let  us  examine  the  argument  a  little  more  closely. 

Adam  Smith  appears  to  have  stated — though  the 
passage  is  somewhat  obscure — that  a  domestic  ex¬ 
change  is  worth  double  as  much  as  a  foreign  exchange. 
But  if  this  were  true  it  would  clearly  become  the  duty  of 
the  Government  to  prohibit  all  foreign  trade  whatever — 
a  proposal  which  even  the  most  rabid  protectionists 
have  never  made.  The  truth  is,  as  Ricardo  long  ago 
pointed  out,  that  Adam  Smith  made  a  blunder.  To 
illustrate  his  argument,  he  took  the  case  of  an  English¬ 
man  and  a  Scotchman  trading  with  one  another,  and 
correctly  stated  that  two  British  capitals  would  thus 
be  employed.  He  then  proceeded  to  argue  that  if  the 
Englishman  traded  instead  with  Portugal,  only  one 
British  capital  would  be  employed,  the  other  being 
Portuguese. 


Adam  Smith’s  Blunder. 

His  blunder  lay  in  forgetting  the  Scotchman,  or, 
rather,  in  tacitly  implying  that  the  Scotchman  would 
remain  idle  because  he  had  lost  his  English  customer. 
That  is  not  the  way  of  Scotchmen.  Obviously  the 
Scotchman  in  Adam  Smith’s  hypothetical  case  has 
the  same  opportunity  of  doing  a  foreign  business  as 
the  Englishman,  and  both  Britons  may  thus  be  as 
busily  employed  as  if  they  were  doing  a  direct  trade 
with  one  another. 

The  real  way  to  test  the  question  is  to  fix  your 
attention  on  two  Britons  simultaneously,  and  then  to 
ask  whether  it  is  better  that  they  should  trade  with  one 
another,  or  that  both  should  trade  with  foreigners. 
Clearly,  in  each  case,  the  same  amount  of  British 
capital  and  labour  will  be  employed,  and  the  individuals 
concerned  are  better  able  to  determine  which  course  is 
the  more  profitable  than  any  Government  department 
can  determine  for  them. 
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Human  Energy  and  Natural  Resources. 

As  a  matter  of  fact  what  really  determines  the 
growth  of  industries  in  a  country  is  the  energy  of  its 
inhabitants  and  the  existence  of  natural  facilities  for 
the  production  of  wealth.  If  these  factors  do  not 
exist  no  tariff  can  build  up  industries.  Will  the 
Sahara  desert  cease  to  be  a  desert  if  you  put  a  customs 
tariff  round  it  and  people  it  with  Andrew  Carnegies  ? 
On  the  other  hand,  if  natural  facilities  for  the  pro-' 
duction  of  wealth  do  exist,  some  wealth  will  be 
produced  whether  there  is  a  tariff  or  whether  there  is 
none. 

Let  me  mention  a  fact  which  casts  a  good  deal  of 
suspicion  upon  the  protectionist  method  of  trying  to 
attract  industries.  It  is  this — that  even  protectionist 
countries  like  Italy  and  France  adopt  the  expedient  of 
creating  what  are  called  “  free  ports,”  or  zones  where 
goods  can  be  landed  free  of  all  customs  duties,  and 
where  factories  for  dealing  with  them  can  be  erected. 

England’s  Triumph. 

We  have  made  our  whole  island  a  free  port. 

Raw  materials  are  sent  to  our  shores  from  all 
parts  of  the  world,  iron  from  Spain,  cotton  from 
America,  wool  from  Australia,  hides  from  India. 
These  materials  we  work  up  into  a  thousand  shapes 
and  send  hack  again  over  thousands  of  miles  of  sea. 
No  protectionist  country  has  ever  achieved  such  a 
triumph  as  this. 

We  even  find  American  capitalists  establishing 
a  great  engineering  factory  in  the  neighbourhood  of 
Manchester,  and  thus  providing  additional  employment 
for  British  workmen.  For  a  more  complete  proof  of 
the  success  of  our  system  we  have  only  to  note  the 
fact  that  in  the  last  thirty  years  the  population  of  the 
United  Kingdom  has  increased  by  10,000,000  persons. 
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These  additional  ten  million  persons  are  not  in  the 
workhouse,  for  pauperism  has  declined ;  they  are 
net  in  prison,  for  crime  has  decreased.  They  are  not 
all  engaged  in  foreign  trade,  for  our  over-sea  trade  has 
increased  less  rapidly  than  our  population.  What  then 
are  they  doing?  They  are  producing  comforts  and 
luxuries  for  one  another.  In  a  word,  our  free  trade 
system  has  led  to  a  development  of  home  industries  in 
these  little  islands  at  a  rate  unparalleled  in  any  equal 
area  in  any  part  of  the  world.  The  very  ideal  that  the 
protectionists  prate  about  has  been  attained  by  free 
trade. 

Robbing  Peter  to  Pay  Paul. 

Protection  has,  in  fact,  no  general  power  to 
promote  home  industries.  All  that  it  can  do  is  to 
encourage  some  particular  home  industries  at  the 
expense  of  all  other  home  industries.  Protection,  in  a 
word,  means  robbing  Peter  to  pay  Paul.  Paul  is  always 
pleased  because  the  advantage  which  he  obtains  is 
direct,  and  he  can  see  it.  Peter  is  often  quiescent, 
because  the  injury  to  him  is  indirect  and  he  cannot 
see  it.  But  the  injury  is  there,  and  must  be  there, 
for  the  simple  but  sufficient  reason  that  you  cannot 
benefit  Paul’s  industry  except  by  raising  or  maintaining 
the  price  of  his  product,  and  thus  compelling  Peter  to 
pay  for  that  product  a  higher  price  than  he  otherwise 
would  have  paid.  So  we  come  back  to  the  question, 
what  particular  industries  are  they  which  protectionists 
wish  us  to  encourage  ? 

Some  industries  are  obviously  excluded.  At  a 
moment’s  notice  one  can  rattle  off  a  dozen  industries 
that  are  absolutely  unassailable  by  foreign  competition, 
and  cannot,  therefore,  be  benefited  by  a  protectionist 
tariff : — Bricklayers  and  house  painters,  doctors  and 
dentists,  engine  drivers  and  railway  porters,  boot¬ 
blacks  and  chimney  sweeps,  cooks  and  waitresses, 


i6 


bank  clerks  and  shop  assistants,  typewriters  and 
governesses.  The  millions  of  people  represented  by 
these  few  names  can  gain  nothing  from  any  tariff. 
It  is  their  interest  to  obtain  the  widest  choice  of 
commodities  that  the  world  can  offer  at  the  lowest 
possible  price. 

Take,  again,  our  great  exporting  industries,  like 
the  cotton  industry  or  the  iron  and  steel  industry.  In 
the  case  of  these  industries  the  important  consideration 
is  to  be  able  to  command  the  foreign  market.  Our 
business  is  with  the  whole  world :  our  customers  are  of 
every  race  and  colour,  from  the  patient  Chinaman  to 
the  restless  New  Englander,  from  the  supple  Bengalee 
to  the  African  savage.  If  we  can  keep  their  custom 
we  need  have  no  fear  of  our  power  to  satisfy  the  wants 
of  our  own  countrymen. 

American  Exports. 

It  is  said,  however,  that  Americans  have  built  up 
an  export  trade  by  protecting  their  home  market. 
Yes,  but  at  what  cost  to  the  American  consumer  ? 

Here  are  some  specimens  of  the  way  in  which  the 
American  trusts  keep  up  prices  to  the  home  consumer 
by  selling  their  surplus  abroad  at  any  price  it  will 
fetch : — 

Home  price.*  Export  price.* 

Borax .  7§  cents  .  2J  cents 

Carbide  of  Calcium .  $70  855 

Typewriters  .  $100  $55  to  $65 

Sewing  Machines .  $20  $13 

Wire  Fencing  . Home  price - 45%  higher  than  Export  price 

Tin  Plates .  „  30% 

Galvanized  Wire  ..  „  60%  to  80%  „ 

Wire  Rope  .  „  200% 

Thus  the  American  consumer  has  to  pay  for 
American  goods  a  higher  price  than  the  foreign  consumer 
has  to  pay  for  the  same  goods.  In  other  words  the 

’Quoted  from  the  American  Free  Trade  Almanack  for  1903. 
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American  nation  is  taxing  itself  in  order  to  supply  foreign 
countries  with  American  goods  at  low  prices.  This 
may  be  philanthropy,  but  it  is  certainly  not  business. 
I  have  a  friend  who  tried  to  apply  the  same  principle 
to  the  management  of  a  little  farm  that  he  runs.  In 
order  to  show  a  good  balance  sheet  he  charged  his 
wife  2d.  a  piece  for  all  eggs  consumed  in  the  house, 
and  sold  the  surplus  to  the  village  shopkeeper  at  gd.  a 
dozen.  That  experiment  came  to  an  untimely  end. 
His  wife  struck.  Some  day  the  American  people  will 
strike  too.  Even  Trust  managers  cannot  fool  all  the 
people  all  the  time. 

The  item  Borax  that  heads  the  above  list  is 
particularly  interesting,  for  the  Borax  Trust  has  its 
headquarters  in  London,  and  most  of  the  shares  are 
held  in  England.  In  the  four  years  since  the  formation 
of  the  Trust  the  average  annual  dividend  has  been 
l6j  per  cent.  The  duty  on  borax  is  5  cents  a  lb.  which 
precisely  represents  the  difference  between  the  price 
which  the  Borax  Trust  charges  to  American  consumers 
and  the  price  charged  to  British  consumers.  It  is  this 
duty  which  enables  the  Trust  to  earn  for  its  English 
shareholders  such  magnificent  dividends  at  the  expense 
of  the  American  people. 

Effect  on  American  Industries, 

An  export  trade  obtained  by  such  methods  as 
these  is  not  a  gain  to  a  nation  but  a  loss.  It  not  only 
robs  the  home  consumer,  but  it  interferes  with  the 
producer’s  chance  of  doing  a  legitimate  export  trade. 
Here  is  a  case  taken  from  the  New  York  World  of 
April  gth,  igoi 

Mr  Charles  Thulin,  a  Pennsylvanian  contractor,  recently  secured 
a  contract  to  supply  rails  for  Russia’s  great  Siberian  railway.  He 
asked  the  leading  Steel  Trust  Companies  here  for  bids.  They  all 
asked  him  $35  per  ton,  with  freight  to  be  added.  Mr.  Thulin  went 
over  to  England,  sub-let  his  contract  to  an  English  firm,  and  one  of 
the  same  American  companies  that  had  asked  him  $35,  plus  freight, 
sold  the  rails  at  $24  per  ton  delivered  in  England  to  the  sub-contractor. 
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As  another  illustration  of  the  way  in  which  the 
American  tariff  system  interferes  with  legitimate 
industry,  take  the  following  statement  from  the  report 
of  the  United  States  Bureau  of  Statistics,  Commerce 
and  Finance  for  August,  igoi  : — 

The  progress  of  work  on  shipbuilding  in  the  United  States  has 
largely  been  retarded,  because  the  makers  of  that  material  required  a 
higher  price  from  American  consumers  than  they  did  from  the  foreign 
consumer  for  substantially  the  same  products. 

British  Agriculture. 

These  illustrations  are  sufficient  to  show  that  the 
American  example  is  not  one  to  be  copied  by  a 
country  that  already  possesses  a  vast  export  trade, 
conducted  on  sound  and  profitable  lines. 

Thus,  neither  for  the  sake  of  encouraging  exports, 
nor  for  the  sake  of  home  industries,  is  there  any 
national  advantage  to  be  gained  by  protecting  our 
manufactures.  Nothing  is  left  but  agriculture.  It  is, 
in  fact,  on  agriculture  that  the  protectionist  always  falls 
back  when  he  is  driven  into  a  corner.  He  -demands 
protection  for  agriculture  on  two  grounds: — First,  the 
danger  to  our  food  supply  in  time  of  war;  and  secondly, 
the  desirability  of  encouraging  a  rural  population. 

The  Food  Supply  Scare. 

With  regard  to  our  food  supply,  it  is  pertinent  to 
remind  the  alarmists  that  even  when  we  were  at  war 
with  Napoleon  we  actually  made  good  the  deficiencies 
of  our  own  harvest  with  French  wheat.  It  is  also  to 
the  point  to  note  that  even  when  the  corn  laws  were  in 
force  it  was  constantly  necessary  to  import  corn  from 
abroad. 

In  1820  the  harvest  was  exceptionally  good ;  in 
1821  it  was  again  good.  Yet  in  both  years  it  was 
necessary  to  import  into  Great  Britain  more  wheat 
than  Ireland  could  supply. 


The  population  of  the  United  Kingdom  in  1821 
was  20,894,000;  in  1901  it  was  41,455,000.  If,  under 
the  full  force  of  protection,  the  British  Isles  did  not 
produce  wheat  enough  for  21,000,000  people,  how  are 
we  now  to  grow  enough  for  double  that  number  ? 

Surely  these  figures  prove  that  it  is  impossible 
to  grow  on  our  own  soil  enough  wheat — apart  from 
other  food — to  satisfy  the  requirements  of  our  present 
population.  It  may  be  added  that  even  if  a  sufficient 
quantity  could  be  produced  the  quality  would  not 
satisfy  us.  Last  year,  for  example,  we  had  an  unusually 
abundant  harvest,  but  the  quality  of  the  wheat  was  so 
poor  that  much  of  it  was  unfit  for  grinding,  and  had  to 
be  used  for  feeding  cattle.  The  taste  of  the  public  has, 
in  fact,  been  educated  to  something  better  than  the 
wheat  produced  by  our  wet  summers.  American  flour 
is  bought  by  English  bakers  and  housewives  because 
they  like  it  better,  and  English  flour  would  be  almost 
unsaleable  unless  mixed  with  the  stronger  flours  from 
sunnier  lands. 

The  Strength  of  Our  Position. 

Our  national  position  as  regards  food  is  in  reality 
stronger  than  it  ever  was  before,  because  we  draw  our 
supplies  from  all  parts  of  the  world.  We  shall  not  be 
at  war  with  every  country  at  once,  and  the  neutrals 
will  take  good  care  to  see  that  we  get  all  the  food  that 
we  are  prepared  to  pay  for.  Moreover,  even  if  by  any 
magic  we  could  grow,  not  only  all  the  wheat  we 
want,  but  all  the  other  food  as  well,  it  would  profit 
us  little.  We  should  still  be  dependent  on  foreign 
countries  for  the  raw  materials  of  our  industries. 
If  the  enemy  were  to  cut  off  our  cotton,  or  iron,  or 
wool,  the  effective  injury  to  the  nation  would  be  quite 
as  great  as  cutting  off  our  corn. 

The  truth  is  that  a  little  island,  doing  a  large 
trade,  must  be  dependent  in  war  as  well  as  in  peace 
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on  foreign  supplies  of  every  kind,  and  the  only  moral 
to  be  drawn  is  that  we  must  maintain  a  sufficient  naval 
force  to  safeguard  our  commerce. 

It  is  significant,  by  the  way,  to  note  that  in 
earlier  centuries  when  ships  of  war  were  moved  by 
sails  and  spars,  we  were  entirely  dependent  on  foreign 
hemp,  and  the  ships  with  which  Nelson  won  the 
mastery  of  the  sea  were  rigged  with  hemp  grown  in 
Russia. 

Back  to  the  Land. 

The  other  argument  —  that  it  is  desirable  to 
encourage  the  growth  of  a  rural  population — is  one 
with  which  personally  I  feel  the  deepest  sympathy. 

Fate  compels  me  to  live  in  London,  but  I  loathe 
its  foul  atmosphere  and  its  squalid  crowded  streets, 
and  I  long  for  some  miracle  to  remove  this  ugly  wen 
from  the  fair  face  of  England.  But  when  the  pro¬ 
tectionist  asserts  that  a  duty  on  corn  will  bring  us  all 
back  to  the  land,  it  is  difficult  to  suppress  a  smile. 
The  overgrowth  of  great  cities,  and  the  simultaneous 
desertion  of  the  country-side,  is  not  a  purely  English 
phenomenon,  it  is  of  world-wide  occurrence.  In 
Germany  there  is  heavy  protection  for  agriculture, 
but  in  spite  of  this  protection  the  rural  population  of 
Germany  is  either  declining  or  stationary.  On  the 
other  hand,  the  great  towns  in  Germany  are  increasing 
in  size  with  alarming  rapidity.  Such  towns  now  give 
shelter — after  a  fashion — to  12  per  cent,  of  the  total 
population,  as  compared  with  4  per  cent,  a  couple  of 
decades  ago.  A  good  many  of  the  12  per  cent,  find 
sleeping  accommodation  in  the  cellars  of  Berlin. 

A  World-Wide  Phenomenon. 

In  France  the  story  is  much  the  same,  though 
the  growth  is  somewhat  slower.  In  many  of  the  rural 
departments  the  population  is  rapidly  declining  ;  the 
great  towns  still  continue  to  grow. 


21 


With  differences  of  detail,  Italy  and  Austria  have  the 
same  tale  to  tell.  Even  in  the  United  States,  with 
good  land  still  to  be  had  almost  for  the  asking,  and 
agricultural  immigrants  pressing  in  from  every  country 
in  the  world,  the  rural  population  is  relatively  declining. 
In  some  States  the  decline  is  absolute  as  well  as 
relative.  “  Much  of  the  soil  of  New  England,”  says 
a  recent  writer,  “  has  passed  out  of  cultivation,  the 
former  cultivators  having  either  gone  into  the  great 
cities  or  migrated  to  the  fertile  soils  of  the  western 
prairies.” 

In  view  of  these  facts  it  is  childish  to  imagine  that 
we  can  stem  this  great  world  movement  by  some 
trumpery  contrivance  of  protective  duties.  The  over¬ 
growth  of  great  towns  is  a  calamity  that  lies  beyond 
the  reach  of  Corn  Laws. 

Thus  the  one  case  which  offers  a  plausible 
excuse  for  protection  breaks  down  the  moment  it  is 
examined. 

The  Policy  of  Retaliation. 

There  is,  however,  a  certain  type  of  protectionist 
who  professes  that  he  would  be  a  resolute  free  trader 
if  only  other  countries  would  adopt  free  trade.  As 
they  fail  to  come  up  to  his  free  trade  ideal,  he  wants 
England  to  imitate  their  example  and  adopt  protection. 
That,  certainly,  seems  a  roundabout  way  of  promoting 
free  trade.  In  fairness,  however,  to  the  persons  who 
advocate  this  line  of  policy,  it  must  be  stated  that 
some  of  them  only  ask  for  the  temporary  adoption  of 
protectionist  methods,  as  a  fighting  expedient,  in  the 
hope  of  compelling  all  the  countries  who  trade  with  us 
to  become  free  traders.  Thus  stated,  the  policy  of 
retaliation  certainly  has  a  superficial  attractiveness. 
We  all  of  us  possess,  in  greater  or  less  degree,  the 
fighting  instinct,  and  when  we  are  hit  we  want  to  hit 
back.  Other  countries  undoubtedly  injure  us  by  their 
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protective  tariffs ;  if  we  retaliated  with  a  protective 
tariff  of  our  own  perhaps  they  would  learn  wisdom. 
At  any  rate  we  should  have  the  pleasure  of  hitting 
back.  That  pleasure  is  not  to  be  despised,  but  a 
prudent  man  before  indulging  in  it  will  count  the  cost. 

Whom  are  We  to  Hit? 

Suppose,  for  example  that  we  decide  to  retaliate 
against  America  for  the  injury  done  to  Bradford 
manufacturers  by  the  American  tariff  on  woollen  goods, 
how  should  we  begin  ?  We  want  to  hit  back,  but  whom 
are  we  to  hit?  We  clearly  cannot  hit  the  authors  of 
this  tariff,  namely,  the  American  woollen  manufac¬ 
turers.  We  must,  therefore,  hit  some  other  American 
industry,  say  the  farming  industry.  This  can  be  done  by 
putting  a  heavy  duty  on  American  wheat.  But  that  will 
not  hurt  the  American  woollen  manufacturers  in  whose 
interest  our  woollen  goods  are  shut  out.  It  will  hurt 
first  the  American  farmer,  and  secondly  the  British 
consumer,  including  the  very  operatives  employed  in 
that  Bradford  industry  which  we  want  to  help.  Now 
it  may  happen  that  the  American  farmer,  when  we  tax 
his  wheat,  will  rise  up  in  his  majesty  and  tell  the 
American  woollen  manufacturers  that  the  tariff  on 
British  woollens  must  go.  In  that  case  we  shall  have 
accomplished  our  purpose.  But  it  may  also  happen 
that  the  whole  American  people  may  reply  :  “  This  is 
an  attempt  on  the  part  of  Great  Britain  to  interfere  in 
our  internal  affairs.  As  free-born  American  citizens 
we  decline  to  stand  it.”  And  then,  instead  of  abolishing 
the  duty  on  woollens,  they  will  proceed  to  clap  extra 
duties  on  all  the  British  goods  that  now  enter  the 
United  States.  In  that  case  our  last  state  would  be 
considerably  worse  than  the  first.  We  should  either 
have  to  beat  a  hasty  retreat  or  else  to  submit  to  a  far 
greater  obstacle  to  our  trade  than  the  one  from  which 
we  had  tried  to  escape. 
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A  Risky  Policy. 

The  policy  of  hitting  back  is  therefore  clearly  a 
risky  one,  and  before  we  ask  the  nation  to  run  the  risks 
involved  we  should  have  to  make  up  our  minds  in 
whose  interest  this  national  risk  is  to  be  incurred.  I 
took  just  now  as  an  example  the  Bradford  woollen 
trade ;  but  why  should  the  nation  enter  upon  a 
commercial  war  for  the  sake  of  Bradford  rather  than 
for  the  sake  of  Sheffield  or  Manchester  ?  -To  attempt 
to  fight  all  three  issues  at  once — wool,  steel  and 
cotton — would  be  to  court  disaster.  Yet  it  is 
impossible  to  fight  for  any  one  of  the  three  without 
risking  a  serious  injury  to  the  other  two,  as  well  as  to 
the  rest  of  the  nation.  Parliament  would  have  to 
decide  to  which  industry  the  preference  was  to  be 
given,  and  one  can  imagine  the  kind  of  argument  that 
would  be  employed  to  stimulate  the  intelligence  of 
members  of  Parliament  anxious  to  give  a  wise  vote  and 
to  become  wealthy  while  doing  so.  The  corruption 
which  is  inseparable  from  the  protectionist  system 
would  invade  the  House  of  Commons  the  very  moment 
we  embarked  upon  a  tariff  war. 

And  looking  at  the  question  broadly,  what 
prospect  is  there  that  our  backsliding  towards  pro¬ 
tection  would  lead  the  rest  of  the  world  to  free  trade  ? 
The  tariff  war  that  Germany  has  just  provoked  with 
Russia,  Austria  and  Switzerland,  does  not  offer  much 
encouragement  to  England  to  join  in  the  same  foil}’. 
It  may  be  replied  that  England  is  in  an  exceptionally 
strong  position ;  that  she  is  the  largest  buyer  in  the 
world,  and  can,  therefore,  dictate  the  terms  on  which 
she  will  deal  with  other  countries.  The  argument  is 
plausible,  but  to  what  does  England  owe  this  pre¬ 
eminently  strong  position  ?  To  the  very  fact  that  for 
fifty  years  she  has  consistently  refused  to  risk  her 
national  prosperity  by  embarking  upon  tariff  wars  for 
sectional  interests. 
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The  Experience  of  our  Grandfathers. 

This  whole  question  of  retaliation  was  thrashed 
out  by  our  grandfathers.  They  lived  under*  protection. 
They  knew  by  their  every  day  experience  how 
protective  tariffs  hampered  trade,  and  they  said  :  “  Let 
us  get  rid  of  our  tariffs,  even  if  other  countries  are 
foolish  enough  to  keep  theirs.”  This  was  the  line 
taken  in  the  famous  Merchants’  Petition  presented 
to  the  Hou£e  of  Commons  by  the  cities  of  London  and 
Edinburgh  in  1820.  Here  are  their  words  : — 

Although  as  a  matter  of  mere  diplomacy  it  may  sometimes  answer 
to  hold  the  removal  of  particular  prohibitions  or  high  duties  as 
depending  upon  corresponding  concessions  by  other  States  in  our 
favour,  it  does  not  follow  that  we  should  maintain  our  restrictions  in 
cases  where  the  desired  concessions  on  their  part  cannot  be  obtained. 
Our  restrictions  would  not  be  the  less  prejudicial  to  our  own 
capital  and  industry,  because  other  countries  persisted  in  preserving 
impolitic  regulations. 

The  same  line  was  taken  by  Sir  Robert  Peel  in 
1842  and  again  in  1846.  Speaking  in  the  latter  year, 
he  said  : — 

I  fairly  allow  to  you  that  in  making  this  great  reduction  upon 
the  import  of  articles  from  foreign  countries,  I  have  no  guarantee 
to  give  you  that  other  countries  will  immediately  follow  our  example. 
.  .  .  .  Since  the  former  relaxation  of  duties  on  our  part,  foreign 

countries  which  have  benefited  by  our  relaxations  have  not  followed 
our  example,  but  have  actually  applied  to  the  importation  of  British 
goods  higher  duties  than  formerly.  I  quite  admit  it.  I  give  you  all 
the  benefit  of  that  argument. 

Later  in  the  year  1846,  on  resigning  office,  Sir 
Robert  Peel  said  : — 

I  trust  that  the  new  government  will  not  resume  the  policy  which 
they  and  we  have  found  so  inconvenient,  namely,  haggling  with  foreign 
countries,  instead  of  taking  that  independent  course  which  we  believe 
to  be  conducive  to  our  own  interests. 

Again  on  July  6th,  1849,  Sir  Robert  Peel,  speaking 
in  reply  to  Mr.  Disraeli,  who  was  then  leader  of  the 
Protectionists,  dealt  at  length  with  the  question  of  re¬ 
taliation.  Here  are  some  quotations  from  his  speech : — 

I  maintain  that  the  best  way  to  compete  with  hostile  tariffs  is  to 

encourage  free  imports . I  say  you  will  more  sucessfully 

combat  the  disadvantages  under  which  you  labour  from  hostile  tariffs 
by  buying  that  of  which  you  stand  in  need  in  the  cheapest  market 
. No  doubt  it  would  be  for  our  advantage,  and  for  the 
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advantage  of  the  countries  with  which  we  deal,  that  hostile  tariffs 
should  be  reduced.  It  is  nothing  but  the  private  interest  of  private 
individuals  that  induces  the  Governments  of  those  countries,  to  the 
manifest  injury  of  the  great  body  of  the  people,  to  keep  up  these 
restrictive  duties.  Unquestionable  as  would  be  the  benefit  derived 
from  their  reduction,  still  if  that  benefit  cannot  be  obtained,  I  contend 
that  by  the  attempt  at  retaliation  you  would  aggravate  your  own  loss. 

The  Debate  of  1852. 

These  quotations  prove  conclusively  that  the 
Minister  who  was  mainly  responsible  for  the  adoption 
of  the  policy  of  free  imports  by  this  country 
emphatically  repudiated  the  idea  that  our  Free  Trade 
system  should  be  made  in  any  way  to  depend  upon  the 
fiscal  policy  of  other  countries.  He  was,  undoubtedly, 
supported  in  this  view  both  by  the  Free  Traders  who 
had  preceded  him,  and  by  those  who  were  his 
contemporaries.  The  last  of  the  great  set  debates  in 
the  House  of  Commons  on  Free  Trade  took  place  in 
November,  1852,  and  was  followed  by  a  similar  debate 
in  the  House  of  Lords  early  in  December.  In  the 
Commons  the  following  resolution  was  carried  after 
three  days  debate  by  a  majority  of  468  to  53  : — 

That  it  is  the  opinion  of  this  House  that  the  improved  condition 
of  the  country,  and  especially  of  the  industrious  classes,  is  mainly  the 
result  of  recent  legislation,  which  has  established  the  principle  of 
unrestricted  competition,  has  abolished  taxes  imposed  for  the  purposes 
of  Protection,  and  has  thereby  diminished  the  cost  and  increased  the 
abundance  of  the  principal  articles  of  the  food  of  the  people. 

The  resolution  passed  by  the  Lords,  also  after  a 
long  debate,  was  carried  nemine  dissentiente  in  the 
following  terms  : — 

Resolved  : — That  this  House  adheres  to  the  Commercial  System 
recently  established,  and  would  view  with  regret  any  renewed  attempt 
to  disturb  its  operation  or  impede  its  farther  progress. 

These  emphatic  declarations  sufficiently  dispose 
of  the  unfounded  assertion  so  constantly  made  by 
modern  Protectionists  that  Free  Trade  was  only 
adopted  in  this  country  in  the  belief  that  other 
countries  would  follow  suit. 

I  pass  to  another  protective  argument  with  which 
it  is  desirable  to  deal. 
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The  Balance  of  Trade. 

A  good  many  people  observing  from  the  Board  of 
Trade  returns  that  we  are  every  year  importing  more 
than  we  export,  grow  alarmed  at  what  they  call  the 
“  adverse  balance  of  trade,”  and  imagine  that  we  are  on 
the  high  road  to  ruin.  We  had,  for  example,  recently 
in  our  midst,  a  colonial  premier  who,  in  the  intervals 
of  preaching  the  excellence  of  New  Zealand  mutton, 
lectured  the  mother  country  on  the  spendthrift  folly 
of  sending  160  million  golden  sovereigns  abroad  every 
year  to  pay  for  foreign  goods.  Does  Mr.  Seddon 
imagine  that  golden  sovereigns  grow  on  English 
gooseberry  bushes?  As  a  matter  of  fact,  we  are 
importers  not  exporters  of  gold,  importing  on  balance 
some  five  or  six  millions  every  year. 

The  whole  blunder  arises  from  a  misconception  of 
the  nature  of  money. 

Money  is  not  a  thing  desirable  in  itself.  It  is 
merely  a  go-between.  It  has  been  well  defined  as  “an 
order  in  blank  for  goods.”  It  is  the  goods  we  want, 
not  the  money. 

As  soon  as  this  fundamental  fact  is  realised,  it 
becomes  obvious  that  the  phrase  “an  adverse  balance  of 
trade,”  which  we  have  inherited  from  the  mercantilists 
of  the  18th  century,  is  an  absurdity.  An  excess  of 
imports  over  exports  shows  that  we  are  getting  more 
than  we  give,  and  is  prima  facie  evidence  of  growing 
prosperity. 

On  this  point,  an  examination  of  the  trade  of 
Continental  countries  is  very  instructive.  In  France 
and  Germany  there  is  a  large  and  growing  excess  of 
imports ;  in  Russia  and  Spain  it  is  the  exports  that  are 
in  excess.  Is  it  necessary  to  point  out  that  France  and 
Germany  are  immensely  more  prosperous  than  either 
Russia  or  Spain  ? 
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Where  are  the  Signs  of  Decay? 

There  is,  however,  a  remote  possibility  that  this 
prim  a  facie  evidence  may  be  misleading.  It  is  just'1 
possible  that  we  may  be  paying  for  our  excess  of 
imports  by  selling  our  foreign  securities.  In  other 
words,  we  may  be  dissipating,  like  spendthrifts,  the  - 
capital  that  our  forefathers  accumulated. 

But,  surely,  the  burden  of  proof  rests  upon  the 
persons  who  make  this  astounding  assumption.  If  it 
were  really  true  that  we  were  dissipating  our  capital  at 
the  rate  of  a  hundred  or  two  hundred  millions  a  year, 
some  outward  evidence  of  the  hastening  decay  of  the 
nation  would  force  itself  upon  us.  Where  is  this 
evidence  ?  Where  are  the  ruined  mansions  and 
rotting  wharves  and  grass-grown  streets  ?  Instead,  we 
see  on  every  side  and  in  every  class  of  society  palpable 
evidence  of  rapidly-increasing  wealth.  The  traffic  on 
the  railways,  the  growth  of  the  public  revenue,  the 
increase  in  savings  bank  deposits,  the  expanding 
business  of  banks,  and  the  expanding  consumption  of 
staple  commodities,  the  yield  of  the  income  tax,  and 
the  yield  of  the  death  duties  all  tell  one  tale.  I  will 
quote  only  one  fact :  In  the  last  six  years  the  yield  of 
the  Income  Tax  per  penny  in  the  pound  has  increased 
from  £2,000,000  to  £2,600,000.  Does  that  look  as  if 
our  capital  were  disappearing  ? 

A  Great  Creditor  Nation. 

The  real  explanation  of  the  excess  of  imports  over 
exports  is  that  we  are  a  great  creditor  nation.  All 
over  the  world  there  are  railways,  waterworks,  tram¬ 
ways,  and  great  industries  of  every  kind  which  are 
financed  with  British  capital  and  managed  by  British 
subjects.  The  profits  on  these  undertakings  are 
brought  to  England  to  be  spent,  thus  giving  to  this 
country  power  to  call  for  corn  and  wine  and  oil  and 
all  the  good  things  the  world  produces. 
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Let.  me  give  an  example — the  Chilian  nitrate 
industry.  This  industry  is  almost  entirely  in  British 
hands.  British  firms  raise  the  nitrate  and  prepare  it  for 
the  market.  British  ships  convey  it  to  England.  Thus, 
with  the  exception  of  the  wages  paid  to  the  Chilian 
workmen,  the  whole  cost  of  the  nitrate  of  soda  that 
fertilises  British  fields  is  accounted  for  by  the  economic 
tribute  that  Chili  owes  to  Great  Britain.  The  British 
farmer  in  effect  buys  his  nitrate,  not  from  Chili,  but 
from  the  British  capitalist  who  owns  this  Chilian 
product,  and  who  probably  has  an  office  in  the  City, 
a  house  in  Belgravia,  and  a  nice  little  estate  in  the 
country. 

Take,  again,  tea.  A  successful  manufacturer  told 
me  the  other  day  that  an  estate  in  India  which  he  had 
bought  for  £4,000  and  planted  with  tea,  had  been 
worth  to  him  for  several  years  in  succession  “  many 
thousand  pounds  a  year.”  The  tea  that  yields  him 
this  income  is  carried  in  British  ships,  and  is  sold  to 
British  purchasers.  The  money  that  he  receives  from 
the  sale  never  leaves  this  country.  He  spends  it  in 
England  for  his  own  benefit  and  the  benefit  of  the 
people  he  employs. 

Our  Tribute  from  Abroad. 

A  further  study  of  the  income-tax  returns  enables 
us  to  form  some  estimate  of  the  rate  at  which  we  are 
increasing  our  investments  abroad.  In  1885  the 
income  returned  as  due  to  foreign  investments  was 
£35,000,000  ;  in  1900  this  had  risen  to  £60,000,000. 
If  we  assume  an  average  rate  of  interest  of 
5  per  cent.,  this  means  an  increase  in  our  capital 
invested  abroad  of  £500,000,000  in  fifteen  years.  Thus,! 
so  far  from  dissipating  our  capital,  we  are  increasing 
our  foreign  investments  at  the  rate  of  about  £30,000,000 
a  year. 
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It  may  be  argued  that  the  increase  in  the  number 
of  persons  who  live  upon  settled  incomes  is  not  an 
entirely  healthy  feature  of  our  social  system.  I  share 
that  view.  But  the  phenomenon  is  independent  of 
Free  Trade.  It  is  to  be  found  in  all  settled  and 
prosperous  countries,  and  is  ultimately  due  to  the 
increased  mastery  of  man  over  the  forces  of  nature. 
The  evils  that  ensue  can  best  be  dealt  with  by  so 
arranging  our  system  of  taxation  that  those  who  work 
— in  whatever  capacity — shall  pay  less  in  proportion 
than  those  who  merely  sit  still  and  enjoy.  It  is  one  j 
of  the  fundamental  vices  of  the  protectionist  system 
that  it  imposes  the  greatest  burden  of  taxation  upon 
the  working  classes,  leaving  the  owners  of  property 
relatively  unscathed. 

A  British  Zollverein. 

There  remains  only  one  more  argument  for 
protection  that  need  be  examined — the  argument  that 
England  ought  to  make  some  sacrifice  in  order  to 
promote  free  trade  within  the  Empire.  It  is  curious, 
by  the  way,  to  note  how  fond  protectionists  are  of 
presenting  arguments  for  protection  under  the  mask  of 
free  trade.  The  mask  in  this  case,  as  in  others,  is 
somewhat  too  transparent.  So  far  as  England  is  *" 
concerned  free  trade  within  the  Empire  already  exists. 

If  the  Colonies  want  a  still  freer  trade,  it  is  for  them 
to  knock  down  the  customs  barriers  which  they  have 
erected  against  the  goods  of  the  mother  country.- 
What  the  protectionists  propose  is  that  England 
should  abandon  her  free  trade  with  the  rest  of  the 
world  in  order  to  bribe  the  Colonies,  by  a  preferential 
tariff,  to  treat  her  goods  with  the  same  liberality  that 
she  treats  theirs.  This  proposal,  apart  from  other 
defects,  seems  to  me  scarcely  complimentary  to  the 
Colonies.  I  should  have  imagined  that  Colonies, 
who  are  always  boasting  their  loyalty,  and  who  are  ; 
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dependent  upon  the  mother  country  for  their  defence, 
would  need  no  bribe  to  induce  them  to  treat  her 
goods  fairly.  Apparently,  however,  some  of  the 
Colonies  are  so  imbued  with  the  protectionist  spirit 
of  unfairness  that  they  are  impervious  to  these 
elementary  considerations  of  fairplay.  Let  us  consider, 
then,  which  are  the  Colonies  which  require  this  bribe, 
and  what  the  bribe  is  to  be,  and  what  we  are  to 
get  in  return. 

A  High-Sounding  Phrase. 

The  idea  that  the  whole  Empire,  outside  the 
United  Kingdom,  is  involved  in  this  question  will  not 
bear  a  moment’s  examination.  There  is  a  part  of  the 
Empire  called  India,  which  in  material  wealth  and 
military  strength  is  worth  more  than  all  the  self- 
governing  Colonies  put  together.  It  possesses  a  free 
trade  tariff,  especially  arranged  to  suit  the  convenience 
of  the  mother  country.  In  the  same  way  there  is 
effective  Free  Trade  in  the  great  Crown  Colonies  like 
Ceylon,  Hong  Kong,  Singapore  and  Mauritius,  and 
in  the  West  African  and  West  Indian  Colonies. 
Some  of  these  Colonies  have  no  tariffs  at  all ;  in 
others  the  tariffs  are  heavy,  but  in  no  case  is  there 
any  idea  of  protection  against  British  manufacturers. 
It  is  only  in  our  self-governing  Colonies  that  this 
idea  flourishes,  and  neither  in  the  Cape  nor  in  Natal 
is  it  yet  seriously  developed.  In  practice,  then, 
the  high-sounding  phrase  “Free  Trade  within  the 
Empire”  only  means  Free  Trade  with  Canada  and 
Australasia.  The  combined  population  of  Canada 
and  Australasia  is  about  10,000,000  persons,  and  it 
is  seriously  proposed  that  we  should  risk  our  trade 
with  more  than  200,000,000  Europeans  and  about 
80,000,000  Americans — not  to  mention  Asiatics — on 
the  off  chance  of  further  developing  our  trade  with 
10,000,000  Canadians  and  Australians. 


3i 


Preferential  Trade. 

That  is  the  price  we  are  to  pay,  but  what  are  we 
to  get  in  return  ?  Free  trade  with  Canada  and 
Australasia  !  Not  a  bit  of  it  !  Mr.  Chamberlain 
asked  these  Colonies  for  free  trade  at  the  Colonial 
Conference  in  1902,  and  they  absolutely  refused 
to  give  it.  He  further  asked  them  to  make  some 
reasonable  contribution  to  the  cost  of  defending 
the  Empire,  This,  also,  they  absolutely  refused, 
for,  as  Mr.  Chamberlain  pointed  out,  the  nominal 
contributions  made  by  the  Australasian  Colonies  have 
no  reasonable  relation  to  the  wealth  and  population 
and  trade  of  these  colonies.  Canada  contributes 
nothing  at  all. 

And  not  only  do  the  self-governing  colonies  shut 
out  our  goods,  but  some  of  them  even  shut  out  our 
citizens.  The  incident  of  the  six  English  hatters  who 
were  not  allowed  to  land  in  Australia  for  more  than  a 
week  after  their  arrival,  and  then  only  by  the  special 
favour  of  the  Premier,  throws  a  flood  of  light  on  the 
real  Australian  sentiment.  The  following  quotation 
from  the  Sydney  Bulletin  shows  how  the  incident  was 
regarded,  by  a  section  at  any  rate,  of  the  Australian 
press  : — 

The  right  of  Australia  has  been  once  for  all  established  definitely — 
to  keep  out  of  this  Continent  English-born  citizens  if,  in  her  own 
interests,  she  so  chooses. 

We  pay  for  the  naval  defence — which  is  the  only  real 
defence — of  Australia,  and  the  Australians  exclude  our 
people  from  the  territory  which  we  defend. 

These  facts  throw  considerable  doubt  on  the  idea, 
so  sedulously  propagated  in  this  country,  that  the  self- 
governing  colonies  are  yearning  for  a  closer  Imperial 
connection.  Their  motto  appears  to  be  “Australia  for 
the  Australians  ;  Canada  for  the  Canadians  ;  England 
for  the  Empire.” 
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The  Canadian  Tariff. 

The  utmost  the  self-governing  Colonies  will 
consider  is  some  scheme  for  preferential  trade,  and 
Australia  is  doubtful  about  that.  The  Canadians, 
however,  have  already  established  a  preferential  tariff, 
of  a  kind,  and  demand  that  in  return  we  should  put 
new  taxes  on  foreign  goods  so  as  to  create  a  preference 
for  their  goods.  That  they  would  gain  by  this  system 
is  more  than  probable.  But  where  do  we  come  in  ? 
'Our  exports  to  Canada  only  represent  one  twentieth 
part  of  the  value  of  our  exports  to  foreign  countries. 
So  that  the  proposal  for  preferential  trade  with  Canada 
really  means  that,  for  the  sake  of  increasing  a  business 
worth  a  shilling  we  are  to  risk  a  business  worth  a 
pound. 

Nor  is  there  any  guarantee  that  the  trade  with 
Canada  will  be  increased  under  any  kind  of  preferential 
tariff  that  the  Canadian  protectionists  are  likely  to 
concede.  There  has  been  much  talk  of  the  splendid 
act  of  patriotism  of  the  Canadians  in  voting  a 
preferential  tariff  a  few  years  ago  to  the  strains  of  God 
Save  the  Queen.  But  before  giving  that  preference 
to  British  goods  the  Canadian  protectionists  took  care 
so  to  arrange  their  main  tariff  that  the  preference  should 
have  little  practical  value  to  British  manufacturers  as 
a  body.  The  demand  for  British  goods  in  Canada  has 
certainly  increased,  owing  to  the  rapid  development  of 
the  country,  but  the  proportion  of  British  goods 
•entering  Canada,  as  compared  with  American  and  other 
foreign  goods,  is  actually  less  than  before  the  so-called 
British  preference  was  introduced. 

An  Apple  of  Discord. 

But  even  if  our  colonial  fellow  subjects  were  to 
offer  to  give  us  real  free  trade,  I  fail  to  see  why  we 
should  give  them  a  tariff  preference  which  we  refuse  to 
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British  subjects  living  in  the  United  Kingdom.  We 
have  decided  that  it  is  a  mistake  to  impose  customs 
duties  in  order  to  favour  particular  producers  at  the 
expense  of  the  general  community.  We  applv  that 
principle  rigidly  to  all  producers  living  within  the 
United  Kingdom.  Why  should  we  suspend  it  for 
producers  living  in  a  colony  ? 

No  solid  reason  can  be  adduced.  The  idea  that 
by  any  such  scheme  we  should  draw  the  colonies  and 
the  mother  country  closer  together  is  a  pure  delusion. 
We  shall  be  far  more  likely  to  drive  them  apart.  I  7 
can  imagine  no  more  certain  way  of  destroying  friend¬ 
ship  than  to  compel  two  persons  to  trade  with  one 
another  when  each  would  derive  a  greater  profit  by 
trading  with  somebody  else. 

Divergent  Ambitions. 

And  those  people  who  talk  so  glibly  of  drawing 
the  Empire  together  by  means  of  mutual  trade  forget 
altogether  this  fundamental  difficulty — that  the  com¬ 
mercial  ambitions  of  the  colonist  and  of  the  Britisher 
are  essentially  opposed  to  one  another.  The  Britisher 
wishes  to  expand  in  ever  increasing  proportions  his 
manufacturing  business,  and  it  is  solely  because  he 
thinks  that  he  may  possibly  get  a  better  market  for 
his  manufactures  in  the  Colonies  than  in  foreign 
countries  that  he  gives  even  momentary  approval  to 
the  idea  of  preferential  trade.  But  no  colonist  looks'"* 
forward  to  his  country  remaining  for  ever  the 
“  dumping  ground  ”  for  British  manufactures.  He 
wishes  to  manufacture  for  himself,  and  he  has  deliber¬ 
ately  arranged  his  tariffs  with  that  end.  In  like  -J 
manner,  if  we  turn  from  manufactures  to  agriculture, 
we  find  the  same  essential  divergence  of  view.  The 
colonial  producer  looks  upon  England  as  the  best 
market  for  his  meat  and  corn  and  butter.  But  the 


34 


British  farmer  wants  none  of  it.  If  he  is  to  be  ruined 
by  competition  from  abroad,  he  would  as  lief  that  the 
last  nail  were  driven  into  his  coffin  by  Argentine  beef 
as  by  New  Zealand  mutton. 

Rely  upon  Yourselves. 

Thus  the  scheme  of  preferential  tariffs,  like  other 
protectionist  nostrums,  breaks  down  the  moment  it  is 
seriously  examined.  But  before  it  is  well  forgotten 
some  new  folly  will  succeed,  some  new  scheme  for 
providing  a  short  cut  to  prosperity,  or  some  new  lathe 
and  plaster  bulwark  against  the  competition  of  rivals 
more  active  than  ourselves.  I  believe  that  all  such 
devices  are  either  mischievous  or  superfluous.  I 
believe  that  in  the  long  run  our  national  prosperity 
depends  on  our  own  individual  qualities.  If  we 
are  individually  prompt  to  seize  fresh  opportunities, 
quick  to  adapt  our  old  ideas  to  new  needs,  steadfast 
in  work  and  resourceful  in  difficulties,  relying  on 
ourselves  instead  of  on  government  officials,  we  shall 
not  be  beaten  either  by  American  trusts  or  by  German 
bureaucrats. 


Gilbert  G.  Waltnsley,  Printer,  50,  Lord  Street,  Liverpool 
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